CGAP, UN Group Set Standards for ESG Performance of MIVs
CGAP (Consultative Group to Assist the Poor), a think tank dedicated to expanding financial access for poor people, and the United Nations Principles for Responsible Investment, a network of international investors, have established the following criteria for measuring the non-financial performance of microfinance investment vehicles: environmental (carbon emission compensation, environmental exclusions and exposure to natural disasters); social (average loan size, client protection principles, breadth of services, percentage of consumption loans, percentages of female and rural borrowers and percentage of activity relating to health, education and women's empowerment); and governance (reporting, staff training, investee corporate social responsibility policies, investee anti-corruption policies, whistle-blowing protections and seats on investee boards of directors). November 2. 2010
AfDB, Denmark, Spain to Raise $300m for African Guarantee Fund
The African Development Bank and the governments of Denmark and Spain are creating the African Guarantee Fund (AGF), which is intended to boost the economy and reduce poverty in Africa through improved access to funds for small and medium-sized enterprises. AGF is intended to reach all of Africa, but initially will operate in Ghana, Kenya, Mozambique, Uganda and Zambia. AGF is expected to drum up USD 50 million in capital by the end of 2010, with a long-term funding goal of USD 300 million. While the initial capital will come primarily from donors and development finance institutions, shares are to be offered to private investors in later funding rounds. They may contribute to consolidating growth, reducing the marginal cost of obtaining new clients and broadening social impact, but few expect add-on services to be even close to loans in terms of profitability. In Manila, it was noted that few MFIs have excelled in delivering insurance to the poor. Adding insurance to an existing platform requires strong governance, solid vision and smooth processes. MFIs should consider these improvements imperative if they are to reinvent themselves as delivery channels for more and better services.
On the other side of the coin, I would like to encourage the microinsurance community to give MFIs a bit more time to show that they can leverage client relationships to expand the range of financial products they successfully offer their customers. Many have nowhere to go but sideways, and as they come to terms with this they should see that products such as insurance are worth the effort. Once that happens, I have confidence that many can excel as delivery channels, perhaps even better than the neighborhood retailer or house of worship. Like credit and savings, after all, insurance is part of a sound risk management strategy, unlike new shoes and at least somewhat less like prayers. They find that international influence is correlated with enhanced social returns, but has an inconclusive correlation with financial sustainability, contrary to the widely held view that international influence boosts MFIs' financial performance over time. In particular, the paper considers the four following hypotheses:
Hypothesis 1: MFIs with an international initiator achieve better financial and social performance
The authors find that MFIs with an international initiator on average have higher levels of outreach to women and lower levels of rural outreach. It is argued that most international initiators have an "exit strategy" in mind and thus tend to stay away from efforts to bolster rural outreach, which are often considered to be costly.
After adjusting for unspecified subsidies, the paper found no statistically significant correlation between being founded by international actors and improved financial performance. However, a negative relationship between having an international director and operational self-sufficiency was identified. The authors posit that costs related to having international directors, such as high salaries, might represent a significant cost burden for MFIs. Unbanked, October 2010, available at: http://mmublog.org/africa-east/the-adoption-andimpact-of-m-pesa-a-first-look-at-some-new- 
